AR22 


ANNUAL REPORT 
1980 


TELE-CAPITAL ITD. 


and subsidiaries 


Tele-Capital Ltd. 


HIGHLIGHTS 


(in thousands of dollars except for amounts per share) 


Revenue 

Earnings before extraordinary item 
Net earnings for the year 

Working capital 

Total assets 

Shareholders’ equity 


Per share: 

Book value 

Earnings before extraordinary item 
Net earnings for the year 
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DIRECTORS REPORT 


At the dawn of a new decade, during which each 
element of our broadcasting system will continue to 
play an active role, it is appropriate that we attempt 
to formulate an opinion of the consequences resulting 
from the interaction of the various factors involved. 
The stability of our industry, and more specifically of 
our enterprise, depends upon our ability to anticipate 
the future. 


Radio, and more recently television, have become an 
integral part of our society. The activities of these two 
media have enlightened our perception of daily 
events, helped increase accessibility to science and 
made culture available to a larger public. By providing 
opportunities to exchange ideas, they have made it 
possible for everyone to be involved in our ever- 
changing life-style and have helped transform our 
society. 


CHRC, the first radio station in Quebec City, started its 
operations in 1926; CFCM-TV followed in 1954. They 
were the forerunners of the industry. Through the 
information they have broadcasted, they have 
contributed to an increased exchange of ideas among 
viewers and have made government services more 
accessible. Our time-honored traditions and 
institutions have been revived. The many high quality 
programmes which are designed and developed in 
the local station have given our French culture new 
momentum. We turn to them in our spare time, when 
we are alone or when we wish to get away from it all. 
These programmes allow everyone who so desires, to 
share in our rich heritage. 


Airwaves are transmitted within a precise range of 
influence and the receiver, whether an individual ora 
group, may dispose of them at his convenience with 
no charge. This service is subject to the rules and 
regulations of the Canadian Radio-Television and 
Telecommunications Commission (CRTC) which 
protects the public interest with respect to 
programming, local production and content. 


The local radio or television station is the cornerstone 
of our Canadian broadcasting system. Every station is 
issued a licence by the CRTC in order to define its 
purpose and objectives in the best interest of the 
community. In addition to providing information on 
news and current events as well as matters of public 
interest, programming must allow local artists and 
artisans to express their various talents. Earnings from 
the marketing of our services should be devoted first 
to this social and cultural aspect. 


In order to take an active part in the evolution of the 
radio and television industry, we must continue to 


fulfil our role as the stimulus, information source and 
friend of the community which we serve. We will have 
to be innovative while pursuing the objectives 
prescribed by the law. New mediums of 
communication are being developed thus 
increasing the resources of the broadcasting system; 
new means of programming more selective and 
individual services are now in the planning process. 
Whatever the orientation resulting from these new 
techniques, whether it be for terrestrial or space 
services, we intend to follow its progress to ensure 
our continued service to the public and to avoid a 
considerable loss in ratings which would affect our 
markets. We are affiliated with the TVA network, an 
association which enables the protection of the 
interests of all its members. 


FINANCIAL RESULTS 


As in 1979, we achieved good results in the fiscal 
year ended August 31, 1980. Revenues amounted to 
$32,416,356, an increase of 15% over the preceding 
year; operating expenses increased 23% to 
$19,647,379; and earnings before income taxes on 
extraordinary item grew to $10,098,717, compared 
to $9,898,673 in 1979. 


Earnings after income taxes and before extraordinary 
item, for the year were $5,121,698 as compared to 
$5,203,323 in 1979, resulting in earnings before 
extraordinary item per class A and B share of $2.31 
for the current year, as compared to $2.37 in 1979. 
It should be noted, however, that the income tax 
rate applicable to 1980 increased, as far as we are 
concerned, from 48% to 49.7%, or an increase of 
$0.08 per share. 


The increase of revenues would have been sufficient 
to overcome the normal growth rate of operating costs 
and increase net earnings, had it not been necessary 
to incur additional costs again during the year to 
maintain our local programming at its existing level 
of productivity and to increase its quality. The 
achievement of this essential objective has allowed 
us to maintain our ratings at the highest level in the 
area covered by our radio and television 
broadcasting. 


We do not expect an improvement in our profitability 
during the current year. An employees’ strike at 
CFCM-TV in Quebec City which lasted several weeks 
has been seriously detrimental to the company, even 
though we were able to continue our 


broadcasting. It will take a while before operations 
return to normal and we recover the audience who 
temporarily switched to other stations. This will have 
an effect on our results. As far as the other 
television (in Rimouski) and radio broadcasting 
divisions are concerned, the forecasts for the current 
year indicate that they will maintain their usual level 
of profitability. 


At the October meeting, the directors of the company 
increased the quarterly dividend to $0.17 per share. 
Our favourable working capital position, after taking 
into account future investment needs, justified this 
decision. 


RENEWAL OF LICENCES 


The licences of all our radio and television stations 
are subject to renewal at the end of 1980 or the 
beginning of 1981. We have submitted the requests 
in due time and produced the documents supporting 
our applications in each case. The licence for CKLM, 
in Laval, has already been renewed for a five year 
period ending September 30, 1985. Requests for 
CFCM-TV, CFER-TV, CHRC and CHOI are under 
deliberation and we are confident that the Canadian 
Radio-Television and Telecommunications 
Commission will soon reach a favourable decision. 


FIXED ASSETS 


Investments in fixed assets amounted to $1,237,495, 
and were incurred principally to acquire more 
technically modern equipment and to improve the 
buildings of our most important operating centers. 
These investments, as well as those foreseen for the 
future, are aimed at improving our efficiency and 
reducing our operating costs. 


During the current year, we plan to build a production 
center at CFCM-TV, separate from the broadcasting 
center. Our production for local programming and 
commercial purposes has increased to the point 
where our present premises no longer respond to 
our needs. In order to maximize efficiency, each 
production and broadcasting team must have at its 
disposal different studios designed for their specific 
requirements. In this regard, we have signed an 
agreement to acquire land next to our Quebec City 
CFCM-TV station, whereupon we intend to begin the 
construction of a building appropriate to aur needs. 


At the CFER-TV station in Rimouski, an increase in 

the request for services necessitated the expansion 
of our premises. This work was undertaken during the 
summer and was recently completed. 


In radio, CHRC has acquired a new ‘Harris’ 50,000 
watt transmitter which will provide listeners with a 
better quality reception. This transmitter can be 
converted into stereo, once permission to do so is 
obtained. We are the second radio station in Quebec 
to acquire this equipment, the latest in this field. 


We have designed separate offices and studios on the 
main floor of our building, chemin Ste-Foy, for the 
CHOI station, the oldest F.M. station in Quebec City 
and have provided it with new equipment. The staff 
will be moving in during the month of December, 
1980. This station has a special purpose in tts field 
and we are sure that it will succeed in a way 
profitable for our group. 


At CKLM, we have purchased new equipment and 
improved production and broadcasting studios. 


All of these capital expenditures have been made to 
improve the profitability of our enterprise through 
the modernization of equipment and increasing the 
effectiveness of work methods. 


EXPANSION 


During the year, we asked the Canadian Radio- 
Television and Telecommunications Commission for 
permission to install a-17.5 kilowatt transmitter in 
Sept-lles for the rebroadcasting of CFER-TV 
programmes from the Rimouski station to the 
northern side of the Gaspé Peninsula between Ste- 
Anne-des-Monts and Riviere au Renard. This 
transmitter will respond to the urgent requests made 
by the population since our installation in Rimouski. 
Our expansion in this area, part of the large eastern 
region served by our Rimouski station, completes a 
phase of our program. 


We acquired an interest of 25% in Tele-Inter-Rives 
Ltée, upon its creation for the purpose of installing 
the CIMT-TV station, associated with the TVA network, 
in Riviere-du-Loup. During 1980, this company 
acquired the CKRT-TV station, in Riviere-du-Loup, 


which is affiliated with the CBC. We have agreed to an 
additional interest of 10% in Télé-Inter-Rives Ltée, 
now owner of both TV stations in Riviere-du-Loup, 
subject to approval by the Canadian Radio-Television 
and Telecommunications Commission. 


PROSPECTS FOR THE FUTURE 


We operate in the second largest French market in 
Quebec, with regards to both television and radio. We 
have gained and will strive to retain public 
acceptance. We broadcast throughout the St. 
Lawrence Valley, from the Portneuf and Lotbiniére 
area for approximately eight hundred kilometers in 
the eastern direction. We want to accentuate our 
presence in Quebec City, our home base where the 
programmes are developed. 


The takeover of our enterprise by the «La Véerendrye» 
group has provided us with a strong and well defined 
approach to our development. The officers of this 
group work in cooperation with us and have proved to 
be an asset, bringing a sense of security and 
permanence, while aiding us to attain our objectives. 


We are confident in facing the future and are 
determined to continue to provide our viewers with 
comprehensive and varied programming which 
reflects the social and cultural life of the community 
as well as its aspirations. We want to be the mirror of 
the community we serve; we fully accept our role as 
one of service to the public. 


Among those who have contributed to the 
development of Tele-Capital Ltd, we wish to mention 
in particular the devotion of our officers and all the 
personnel, a total of more than four hundred, who are 
striving for excellence in the performance of their 
respective tasks. We express to them our sincere 
gratitude. 


Dr. Fernand Doyon, 
Chairman of the Board 


Wilbrod Bherer 
President and Chief 
Executive Officer 


FINANCIAL REPORT 
Tele-Capital Ltd. 


CONSOLIDATED BALANCE SHEET as at August 31, 1980 


ASSETS 


Current assets : 
Cash and term deposits $ 8,546,423 
Accounts receivable f 5,603,696 
Loans to certain officers and employees _ 


Prepaid expenses | 571,365 
14,721,484 


257,278 


13,621,505 


13,878,783 
6,004,631 


7,874,152 


Excess of cost of shares of subsidiaries over book value of 
their net assets at date of acquisition 2,816,113 


$25,452,249 


21,671. 


2,829,289 


$21,777,483 


LIABILITIES 


Current liabilities : 
Accounts payable and accrued liabilities 
Income taxes payable 


Deferred income taxes 


SHAREHOLDERS’ EQUITY: 

Capital stock (note 2): 
10,500 redeemable and convertible shares, in 1979....... 
1,999,125 Class A shares (1,978,125 shares in 1979) 
221,875 Class B shares 
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ON BEHALF OF THE BOARD: 


Lorsnd. AS o( ces 
bps aa es 
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, Director 


$ 3,077,340 
23,656 


3,100,996 


953,351 


499,792 
5,208 


505,000 


20,892,902 


21,397,902 


$25,452,249 


2 1979 


'$ 2,595,910 


676,709 
3,272,619 


896,061 


~ 105,000 
394,792 
5,208 


505,000 


17,103,803 


17,608,803 


$21,777,483 


Tele-Capital Ltd. 
CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 


Year ended August 31, 1980 


1980 


Revenue : 
Television broadcasting $23,436,568 ),73 
Radio broadcasting 5,877,010 5,237,604 | 
Production and other 3,102,778 | | 2,153,424 


Less: Commission expense 


30,589,265 


Expenses : 
Operating costs 19,647,379 
Depreciation of fixed assets 829,993 
Amortization of excess of cost of shares of subsidiaries over book 
value of their net assets at date of acquisition 13,176 


20,490,548 
Earnings before income taxes and extraordinary item 10,098,717 


Income taxes: 
Current 4,919,729 
Deferred 57,290 


4,977,019 


Earnings before extraordinary item. 
Loss on write-off of an investment 


Net earnings for the year 5,121,698 


Retained earnings at beginning of year 17,103,803 
22,225,501 


Dividends paid: 
Preferred shares — 50¢ per share .. 7,813 
Class A and B shares — 
— 60¢ per share (55¢ in 1979) 1,332,599 1,204,750 © 


1,332,599 1,212,563 
Retained earnings at end of year $20,892,902 : $17,103,803 


Earnings per share: 
Earnings before extraordinary item 


Net earnings for the year 


Tele-Capital Ltd. 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


Year ended August 31, 1980 


Source of funds: 
Operations 
Earning before extraordinary item.......................-.- 
Items not requiring an outlay of funds: 
Depreciationiof fixed: assets. oi: ...4 s24 5 Geveadesacansns 
Amortization of excess of cost of shares of 
subsidiaries over book value of their net assets at 
CEAFOMO AC OUHS (O ety slat senate Bc e). cculekee ee ees 
Beferred-inconte-laxes: 2.45.2... oP ee err 


Decrease in loans of more than one year to certain officers and employees 
Erocecas trom sales of fixed aASSEtS. ow hc cc ce et eet ee es 


Application of funds: 
RURCHASE OlmiIxXeGiaSSClS.. =) 5. sa. an oe cls ene een one Sees 
BEV IEl CRVCL SFI Gl in eas Sheena, ans eh ee Baar N ane ty as ia 2 ihe, oh 


5,121,698 


829,993 


13,176 
57,290 
6,375 


6,028,532 


14,151 


6,042,683 


1,237,495 
1,332,599 


2,970,094 


5,203,323 
645,057 
13,176 


343,212 
19,227 


6,223,995 


260,000 
65,254 


6,549,249 


2,358,886 
1,212,563 


3,571,449 


Increase im working capital... ihe Go oe ees 
Working capital at beginning of year................ 


Working capital-at end-of year... 0: 7... ae de Se 


Quebec, Canada,October 14, 1980. 


AUDITORS’ REPORT 


To the Shareholders of Tele-Capital Ltd. : 


We have examined the consolidated balance sheet 
of Tele-Capital Ltd. as at August 31, 1980 and the 
consolidated statements of earnings and retained 
earnings, and changes in financial position for 

the year then ended. Our examination was made in 
accordance with generally accepted auditing 
standards, and accordingly included such tests and 
other procedures as we considered necessary in 
the circumstances. 


3,472,589 
8,147,899 
$11,620,488 


2,977,800 
5,170,099 
8,147,899 


In our opinion, these consolidated financial 
statements present fairly the financial position of 
the Corporation as at August 31, 1980 and the results 
of its operations and the changes in its financial 
position for the year then ended, in accordance with 
generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


yg es 7, 


Chartered Accountants 


Tele-Capital Ltd. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS as at August 31, 1980 


1. Significant accounting policies 


The consolidated financial statements of the Corporation have been prepared by management in 
accordance with generally accepted accounting principles applied on a consistent basis. The 
significant accounting policies are summarized as follows: 


(a) Principle of consolidation — 


The consolidated financial statements include the accounts of the Corporation and its two 
wholly-owned subsidiaries, Tele-Capital Enterprises Ltd. and Tele-Capital Unicom Ltd. The 
excess of the cost of shares over the underlying net assets of those subsidiaries purchased 
on September 1, 1972 is not being amortized. The excess in respect of subsidiaries purchased 
after that date is being amortized over 20 years. 


Prepaid television rights to films — 

Prepaid rights are charged to operations as films are presented, using an average cost per 
run. 

Fixed assets — 

Fixed assets are recorded at cost and are depreciated over their estimated useful lives 


principally on a straight-line basis, as follows: 


— Buildings acquired prior to September 1, 1972 — 5% (diminishing balance) 
— Buildings acquired after September 1, 1972 — 30 years 

— Equipment — 8 to 15 years 

— Furniture — 10 years 


Income taxes — 


The Corporation provides for income taxes on the tax allocation basis. According to this 
method, timing differences between income for accounting purposes and income for tax 
purposes result in deferred income taxes. These are derived principally from the accumulated 
excess of capital cost allowances claimed for tax purposes over depreciation charged in the 
accounts. 


Earnings per share — 
Earnings per share are calculated using the weighted average number of Class A and Class B 
shares outstanding during the year. 


2. Capital stock 
During the year, 10,500 redeemable and convertible shares were converted into 21,000 Class A 


shares. Following the winding-up of a subsidiary, the capital stock of the Corporation was reduced 
by the cancellation of 610,600 Class A shares and 71,000 Class B shares owned by this subsidiary. 


10 


A certificate of amendment issued on September 12, 1979 reduced the authorized capital stock 
to 2,539,400 Class A shares and 279,000 Class B shares. The authorized capital stock also 
includes 13,000 redeemable shares entitled to non-cumulative dividends of $0.50 per share, 
and which are redeemable at $10 each. 


The Class A shares carry a priority right to dividends to the extent of $0.24 per share per year. 
After that amount per share has been paid or set apart for payment, the Class B shares are 
entitled to dividends of $0.24 per share per year. The Class A and Class B shares participate 
equally, share for share, in any additional distribution of dividends in any one fiscal year. Divi- 
dends on Class A and Class B shares are non-cumulative. The Class A shares are non-voting 
unless and until their holders fail to receive, during 24 consecutive months, dividends at the 
minimum annual rate of $0.24 per share. 


Pension plans 


The Corporation and its subsidiaries have pension plans which are generally available to all 
employees. The pension expense charged to earnings for the year ended August 31, 1980 
amounted to $437,000 (1979 - $468,600). Commitments for past services not yet charged to 
operations amount to approximately $320,000 at August 31, 1980. It is the Corporation's intention 
to amortize these commitments during the period ending August 31, 1982. 


Remuneration of directors and officers 

The aggregate remuneration paid or payable to directors and officers of the Corporation amounted 
to $864,000 for the 1980 fiscal year. 

Comparative figures 

Comparative figures for the preceding year are based on financial statements examined by other 


chartered accountants. In addition, certain of the 1979 figures have been reclassified to conform 
to the presentation adopted in 1980. 
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FIVE YEAR 
_ FINANCIAL REVIEW 


TELE-CAPITAL UTD. 


and subsidiaries 


~ DONNEES SUR 
L’EXPLOITATION : 


OPERATING DATA: 


Revenue 
Commission expense 


Revenus 
Commissions encourues 


Frais d’exploitation 
Amortissement 


Operating expenses 
Depreciation 


Interéts — Interest — 
Dette a long terme Long-term debt 
Autres Other 

Benéfice avant impot Earnings before income 
sur le revenu taxes 


Income taxes 


Earnings before 
extraordinary items 
Extraordinary items 


Impdts sur le revenu 


Benéfice avant postes 
extraordinaires 
Postes extraordinaires 


Bénefice net Net earnings 


Fonds provenant de Funds from 
exploitation operations 

* Durant l'année 1980, 10,500 actions privile- * During the year 1980, 10,500 preferred shares 
giées ont été converties en 21,000 actions were converted into 21,000 class A shares. 
categorie ‘A’. 
Années civiles; les cours en bourse de 1980 Calendar years; 1980 quotations are as at 
sont jusqu’au 31 aodt. August 31. 

*k Inscrite aux bourses de Montreal et de ** Listed on the Montreal and Toronto stock 


Toronto. exchanges. 


TELE-CAPITAL LTD.** 
August 31 


TELE-CAPITALE LTEE** 
31 aout 


in thousands of dollars 
Except for amounts per share 


En milliers de dollars 
Sauf les montants par action 


FIVE YEAR FINANCIAL 
REVIEW : 


REVUE FINANCIERE 
DES CINQ DERNIERES ANNEES: 


DONNEES DU BILAN: BALANCE SHEET DATA: 


Actif a court terme Current assets 


Passif a court terme 
Fonds de roulement 
Immobilisations — net 


Current liabilities 
Working capital 
Fixed assets — net 


Total assets 
Long-term debt 
Shareholders’ equity 


Total de l’actif 
Dette a long terme 
Avoir des actionnaires 


DONNEES SUR LES CAPITAL STOCK 


ACTIONS: DATA: 
Valeur aux livres Book value 
Valeur au marche Market value 
Haut: High: 
Bas: Low: 


Earnings per share 
before extraordinary 


Bénéfice par action 
avant postes 


extraordinaires items 
apres postes after extraordinary 
extraordinaires items 


Dividendes déclares Dividends declared 


Nombre d’actions* * Number of shares 
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